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BOOK REVIEWS 25 

The Rate of Interest: Its Nature, Determination and Relation 
to Economic Phenomena. By Irving Fisher, Professor of 
Political Economy in Yale University. (New York: The 
Macmillan Company, 1907. Pp. xix, 442. $3). 

The author generously attributes the theory which he sets forth 
largely to Rae, Bohm-Bawerk, Landry, and some others; but calls 
it, in deference to Bohm-Bawerk, an "agio" theory. It differs, 
however, from former versions of that theory by the introduction 
of the income concept which the author had developed at length in 
his former work on TheNature of Capital and Income. 

One distinctive feature of the book which will be of service to 
the reader is the arrangement of the table of contents in three parts. 
The first is a general summary indicating the main subdivisions of 
the book, as follows: 

First Summary — Part I, Criticism of Previous Theories — chaps, 
i-iv; Part II, First Approximation — chaps, v-vii; Part III, Second 
and Third Approximations — chaps, viii-xi; Part IV, Conclusions 
— chaps, xii-xvii. 

The Second Summary corresponds to the ordinary table of con- 
tents, and this is followed by an analytical table of contents which 
gives the reader a fairly detailed idea as to the points covered in 
each chapter. There is also a glossary at the end of the text in 
which the author defines his own terms. 

The treatise throughout is "Fisheresque" and therefore difficult 
to summarize, that is to say, it is worked out with the author's 
well-known and unflinching thoroughness and his merciless (from 
the reader's point of view) marshalling of details. It is also 
characterized throughout by a certain scientific hard-headedness 
which is not always found nowadays in writings upon capital and 
allied topics. Those who know Professor Fisher's previous writ- 
ings will be prepared to find a liberal use of mathematical formulae. 
In this they will not be disappointed, though the more rigidly 
mathematical parts are relegated to the 80 pages of appendices 
which follow the main text. Since the book is obviously written 
for scholars rather than for the general public, it would seem that 
there would have been no harm in embodying some of these appen- 
dices in the text — however, that is only a matter of opinion. 

The rate of interest, the author correctly affirms (pp. 130, 131) 
is determined by the rate of preference for present over future 
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goods but he points out that, for the individual, this order is fre- 
quently reversed: 

"For him (the individual) the rate of interest is a relatively 
fixed fact, since his own time preference and resulting action can 
affect it only infinitesimally. His rate of preference is variable. 
In short, for him individually, the rate of interest is cause and the 
rate of preference, effect. For society as a whole, however, the 
order of cause and effect is reversed. This change is like the 
corresponding inversion of cause and effect in the theory of prices 



While for the individual the rate of interest determines the rate of 
preference, for society the rates of preference of individuals deter- 
mine the rate of interest. The rate of interest is simply the rate 
of preference, upon which the whole community may concur in 
order that market loans may be exactly cleared." With this 
presentation there is little room for disagreement, but some of us 
are forced to catch our breath when told (page 229) that "interest 
is not a part but the whole of income. It includes what is called 
rent and profits, and even wages; for the income of the workman 
may be capitalized quite as truly as the income of land or ma- 
chinery. It is quite true that the source of any income may be 
evaluated by capitalizing the income — provided the source is a 
thing capable of being bought and sold — but this does not seem to 
the present writer a sufficient reason for wiping out the classical dis- 
tinctions between land, labor and capital. This distinction, like 
all problems in classification, depends upon what we are trying to 
find out by our study, and whether the proposed distinction makes 
it any easier for us to find it out. 

T. N. Carver. 
Harvard University. 

Economic History of the United States. By Ernest Ludlow 
Bogart of Princeton University. (New York: Longmans, 
Green and Company, 1907. Pp. xv, 522. $1.75). 

Mr. Bogart divides our economic history into four periods: 
I, Colonial development; II, The struggle for commercial and 
economic independence, 1763-1808; III, The industrial revolution 



